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Section A 
Total No of Marks for this section:  48 
This section should be answered in the Answer Booklet provided. 
Marks for each question are indicated.   
 
Question 1  (16 marks)  
The following transactions occurred in relation to the widget inventory of Hackack  Ltd during 
the month of July 2016. 
Date      Transaction 
July   1   Began operations by purchasing 300 widgets for $6.00 each 
8  Sold 50 widgets for $7.00 each 
12   Sold 150 widgets for $7.00 each 
13   Bought 500 widgets for $5.00 each 
20   Sold 400 widgets at $6.00 each 
22   Sold a further 100 widgets at $5.50 each 
24   Bought a further 200 widgets at $4.00 each 
29   Sold 150 widgets at $5.00 each 
Requirement: 
Calculate the COGS and gross profit for July, assuming a perpetual inventory system  
is employed: 
a) using FIFO        (6+2 = 8 Marks) 
b) using LIFO        (6+2  = 8 Marks)  
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Question 2 (16 Marks) 
 
On 3 January 2017, Joe Campbell Photography paid $224 000 for photo equipment. In addition 
to the purchase price, Campbell paid $700 freight charges, $100 insurance for the equipment 
while in transit, $12 100 customs duty, and $3 100 for specialised training to be able to use the 
equipment. Campbell estimates that the equipment will remain in service for five years and have 
a residual value of $20 000. The equipment should produce 50 000 photos the first year, with 
annual production decreasing by 5000 photos during each of the next four years (that is, 45 000 
photos in year 2, 40 000 in year 3 and so on—a total of 200, 000 photos). In trying to decide 
which depreciation method to use, Campbell has requested a depreciation schedule for each of 
three depreciation methods (straight line, units of production and reducing balance) 
  
Requirement: 
1) Prepare a depreciation schedule showing asset cost, depreciation expense, accumulated 
depreciation expense and asset carrying amount by using straight line depreciation 
method, units of production method and reducing balance method.  
(4 +5+7 =16 marks) 
 
Question 3 (16 Marks)  
 
On 1 July 2015, Edwards, French and Gill formed the E, F and G partnership. Edwards invested 
$21000, French $35000 and Gill $44000. Edwards will manage the store, French will work in 
the store three-quarters of the time, and Gill won’t work in the business. 
Requirements 
Calculate the partners’ shares of profits and losses under each of the following plans:   
a) Loss for the year ended 30 June 2016 is $42 000 and the partnership agreement allocates 
45% of profits to Edwards, 35% to French and 20% to Gill. The agreement doesn’t 
discuss the sharing of losses.        (4 marks) 
 
b) Profit for the year ended 30 June 2016 is $97,000. The first $25, 000 is allocated on the 
basis of relative partner capital balances. The next $48 000 is based on service, with 
$38,000 going to Edwards and $10 000 going to French. Any remainder is shared 
equally.          (9 Marks)  
 
c) Revenues for the year ended 30 June 2016 were $209 000 and expenses were $112,000. 
Using plan b above, prepare the partnership income statement for the year (and showing 
each partner’s share of the profit or loss for the year).     ( 3 marks) 
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Section B 
Total No of Marks for this section:  32 
This section should be answered in the Answer Booklet provided. 
Please Note that in Question 4 & 5 both Part A and Part B should be answered. 
Marks for each question are indicated 
 
Question 4 : 16 Marks 
 
Part A (10 Marks) 
Fred Brown operates four bowling alleys. He just received the 30 April bank statement from 
Citywide Bank and the statement shows an ending balance of $800. Listed on the statement are 
an EFT rent collection of $400, a service charge of $12, dishonoured cheques totalling $74 and a 
$9 charge for printed cheques. In reviewing his cash records, Brown identifies outstanding 
cheques totalling $467 and a deposit in transit of $1788. During April, he recorded a $290 
cheque by debiting Salary expense and crediting Cash for $29. Fred Brown’s Cash account 
shows a 30 April balance of $2 077.  
Required: 
Prepare the bank reconciliation at 30 April.           
 
 Part B   (6 Marks)            
University Cycle Shop had trouble collecting its account receivable from Emmert. On 19 
January, University finally wrote off Emmert’s $600 account receivable. University turned the 
account over to a debt collector, who hounded Emmert for the rest of the year. On 31 December, 
Emmert sent a $600 cheque to University Cycle Shop. 
Requirement: 
Journalise for University Cycle Shop:        
Jan 19   Write-off of Emmert’s account against Allowance for doubtful debts 
Dec 31  Reinstatement of Emmert’s account 
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Question 5  : 16 Marks 
 
Part A ( 10 Marks) 
Toyota, the car manufacturer, guarantees its vehicles for three years or 100000 kilometres, 
whichever comes first. Suppose Toyota’s experience indicates that it can expect warranty costs 
to equal 3% of sales. 
Assume that Thomson Toyota in Adelaide makes sales of Toyota Corollas totalling $500,000 
during 2016, its first year of operations. The business receives cash for 30% of the sales and 
loans receivable for the remainder. Payments to satisfy customer warranty claims totalled 
$10,000 during 2016. (These payments are not reimbursed by Toyota.) 
Requirements 
1) Record the sales, warranty expense and warranty payments for Thomson Toyota.  
    (6 Marks)  
2) At the end of 2016, how much in warranty costs does Thomson Toyota still expect to pay? 
                ( 2 Marks)  
3) What amount of warranty expense will Thomson Toyota report in its income statement for 
2016?                (1 Mark)  
4) Does the warranty expense for the year equal the cash payments for warranties?  (1 Mark) 
 
Part B  ( 6 Marks)  
Carla Bishop manages the women’s sportswear department of Parisian Department Store in 
Southport, Queensland. She earns a base monthly salary of $750 plus a 10% commission on her 
personal sales. Through payroll deductions, Bishop donates $25 per month to a charitable 
organisation, and she authorises Parisian to deduct $50 monthly for private health insurance. 
The tax rate on Bishop’s earnings is 20%. 
Requirement 
Calculate Bishop’s gross pay and net (take-home) pay for December, assuming her sales for the 
month are $80000.                
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Section C 
Multiple Choice Questions 
Total No of Marks for this section:  20 
There are 20 multiple choice questions. Each question carries 1 x mark. 
 
This section should be answered on the Answer Sheet provided.  Please ensure that your name 
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